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a showing which I believe would develop
the fact that dividends have actually de
creased in terms of purchasing power.
Are profits too high ? Are they really
high enough to protect the stockholder in
his investment? Are they high enough to
furnish working capital and tools to per
mit the continuous health of the company?
Are the profits high in relation to current
values, or in relation to the full value of the
investment, tangible and intangible? Have
we made such a fetish of conservatism or
original cost as to encourage misleading in
ferences as to the return on investment?
Are prices too high? Is it really because
of deliberate policy, or because of velocity
with only narrow margins of profit per
unit? Do we do our share to show how little
change is required to turn a profit into a
loss?
Not only do we have a selfish interest in
preserving the economic system that has
called our profession into being, we have a
social responsibility to use our peculiar tal
ents and knowledge for its preservation for
the good of all. We can help to educate the
public about corporation earnings; we can
help those groups assisting in the dissemi
nation of corporation facts, such as public
relations people and financial editors; and,
above all, we can help to see that the finan
cial information is useful for judging the
progress of corporations; and that all facts
are shown for the benefit of all those groups
who have a stake in the proper division of
the fruits of corporate activity.
Adequate corporation reporting is at the
core of our system of free private enter
prise, and we as accountants have a major
responsibility to see that it is provided.

Understanding of Corporation Income
Every once in a while there are sugges
tions, of which one made recently by Ralph
Hendershot, Financial Editor of The New
York World Telegram, is representative.
Mr. Hendershot suggested that Congres
sional committees, for instance, might call
in accountants as experts when they want
to know something about the hard facts of
business life. He stated that the man in the
street could benefit a great deal from the
observations of accountants on controver
sies about the nature of business, about
the reasonableness of profits and prices,
wages and dividends.
If it is true that the public would pay
attention to comments from accountants,
and I believe this, then accountants have a
great responsibility to speak out. These are
serious times. All through the world the
system of free corporate private enterprise
has broken down, save only in the United
States and the countries closest to it. That
breakdown has come because the mass of
the people wanted a breakdown. Part of
that desire came, I suspect, because of some
abuses which might have been corrected
without disaster if there had been more
widespread understanding of the system.
Here in this country our system of free
private enterprise, the corporation system,
has functioned to the great benefit of all.
Yet today it is under attack—for too high
prices, or too low wages, or too low or too
high dividends, as well as for being monopo
listic, and on many other equally tenuous
charges. If the system is voted out, it will
be because of lack of understanding. We
accountants, dealing with accounting as the
language of business, must be in the fore
front of the movement to properly and ade
quately report on corporate activities, on
corporation profits and financial position.
More than that, we must be in the forefront
of the movement to see that the public ade
quately understands the profit system.
Are dividends too high? Can we not find
some way of showing how stockholders have
fared in the changing value of the dollar?—

Conclusion
It sounds a little bit like Elbert Hubbard,
or William Feather, or Dale Carnegie, or
somebody—perhaps with a smack of a plati
tude—but the thought I want to leave with
you is that the place women occupy in
public accounting in the future is in the
hands of the women themselves.

SUMMARY OF THE 1948 TAX
REDUCTION ACT
MARY GILDEA, C.P.A.
As you are all aware by now, the pri
mary purpose of the 1948 income tax law
was to attempt some type of equalization

in Federal income tax liability to residents
of community property states and those of
non-community states. Some tax reduction
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for individuals was also effected.
The first purpose—the equalization of
tax liability—was accomplished by special
rates to married couples where joint re
turns are filed. If a joint return is filed,
including the income and expenses of both
husband and wife, the net taxable income
is divided by two and the tax determined
on this result. The tax so determined is
then multiplied by two to find the total tax
for the couple. It will be seen that the net
result is to keep the tax in the lower brack
ets. Of course, both husband and wife must
sign this joint return and each is separately
liable for the tax. That is, if the husband
doesn’t pay any of the tax, the wife will
have to pay it all, and vice versa.
Similar adjustments have been made in
the gift and estate taxes, so that married
couples can now obtain greater exemptions.
These taxes and credits are somewhat tech
nical and will not be covered in these com
ments.
In addition to the changes relating to
joint returns, the 1948 income tax law in
creased the individual exemptions and the
credits for dependents from $500 per per
son to $600 per person. An additional
exemption of $600 is granted to every tax
payer who is 65 years of age or older, and
the additional exemption to blind persons
has also been raised from $500 to $600.
Under prior law, the standard reduction
was the lesser of $500 or 10% of the ad

justed gross income. The 1948 law pro
vides that it will be the lesser of $1,000 or
10% of the adjusted gross income. Also,
the medical expense maximum deduction
has been increased. It formerly was a
maximum of $1,250 for a single return or
$2,500 for a return of husband and wife.
The maximum is now $1,250 multiplied by
the number of individual exemptions on the
return, limited to $2,500 for a single re
turn or $5,000 for a joint return.
It will be remembered that under the
prior law, a credit of 5% was allowed
against the tax. That is, after the tax was
computed it was reduced by 5% to find the
tax payable. The 1948 law increased that
credit. It now is 17% for the first $400
of taxes and 12% on the remaining amount.
Thus, if the tax computed on a person’s
income amounted to $1,000 the credit would
be $140; that is 17% x $400 (which is $68)
plus 12% x $600 (which is $72). The tax
payable, then, would be $860.
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